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I • INTRODUCTION s SMliiMEMT OF THE PBDBLBM 


Since the concept of "Informal Sector" was used by ILO/UNDP 
Smployment Goimnission to Kenya, both as an analytical tool 
and a policy instrument , there has been a spate of writings 
on the subject. Most of the studies have attempted to ass- 
ess the role of informal sector in the development process 
of the developing countries. The interest is particularly 
heightened on account of the suppositions that this sector 
can be an effective tool for a better distribution of the 
gains of development ; that it has greater capacity to 
absorb unutilised labour force 5 and, that the incomes 
generated in this sector tend to go into the hands of 
relatively less privileged sections of the population. 

These strengths of the informal sector would, hovrever, 
vary not only aioong different countries and geographical 
units, but also between different kinds of activities. 

One of the most important points which has generally 
been missed in most of the discussions on the subject is 
the fact that most of the informal sector activities are 
very closely linked -with and, to a very large extent, 
dependent on the formal sector. The studies have tended 
to high-light the importance and potential of the informal 
sector not always taking account of this aspect. 


The inter-relationships between the two sectors are most 
significantly manifest in two types of linkages ; m^ket 
and technological. On the basis of the market, the informal 
sector units can be broadly classified into" three categories; 
(i) Those producing for a market different from that of the 
formal sector units, (ii) Those competing with the formal 
sector units in the same market, and (iii) Those whose 
market primarily consists of the formal sector units them- 
selves. The three types of market relationships have obviou- 
sly different implications for the technological _ linkages 
between the two sectors. One would generally believe that 
the extent of transfer of technology and skills would be 
largest in the last case and probably the smallest in the 
first case. And of-course, the method and the form in which 
the transfer takes place will also be different in the 
three cases . 


Generally, the transfer of technology is expected to take 
one or more of the following forms; (i) equipments, (ii) 
technical know-how, and (iii) skills. The various methods 






2 


follov/ed in transferring technology could he (i) sub-contract- 
ing arrangemonts 5 (ii) sale or hire of machinery, (iii) use of 
the training programmes of the formal units by the informal 
sector units, and (iv) deputisation of skilled employees from 
formal to the informal units. 




It is obvious that the need to encourage transfer of technolo- 
gy and its effectiveness will very much depend on the relation- 
ship which the informal sector markot has with that of the 


forraal 


Jctor units and the form and the method in which the 


technology is transferred. A correct appraisal of the role of 
informal sector, in terms of its capacity to generate employment 
and ensure social justice, therefore, requires, a framework 
wherein these linkages and interdependence are made a central 
part of the study. Moreover, the technology being only one of 
the various inputs that go into the production process and 
effective performance of a unit, the other factors such as the 


mtreprenourial abilities , availability of finance, government 
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policy, etc. need to be brought in for a realistic analysis. 


II : OBJEGTIViiS 


It is within the above framework that we propose to make a 
study of the formal-informal sector linkages in the manufact- 
uring activities .The major focus of this study will be on th; 
following aspects j 


1. An assessment of the extent to which the transfer 
of technology and skills is taking place from the 
formal sector to the informal sector units. 


2. To identify the forms, processes and methods of 
the transfer of technology and skills. 


3. To identify the constraints and facilitating cir- 
cumstances in the process of transfer. 


4. To examine the effectiveness of the transfer in 
terms of the performance of the inforraal sector 
units which have received the technology from the 
formal sector units. 


5. To identify the lines of production which could 
economically be carried out in the informal sector 
with the help of the technology transfer from the 
formal sector units. 
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To derive policy implications for the growth of 
informal sector with particular reference to th 
contribution that the transfer of technology 
from the formal sector can maice in this process 


III s THii] L O GALa O F THE STUD Y 


The study is proposed to be conducted in Kanpur which is one 
of the oldest and largest industrial centres in Northern 
India. With a population of over 1.2 million, it is the most 
populous city in the State of Uttar Pradesh. It is also the 
most industrialised city of the State with over 160,000 
workers engaged in the manufacturing activity, making slight- 
ly less than ten percent of the State's total employment in 
this sector. Of the large scale manufacturing activity defined 
in terms of employment in units employing 50 xjorkers or more, 
Kanpur contributes about one-third of the total of all the 
55 districts in the State. Kanpur has 35 factory workers per 
1000 persons as compared to the State average of around 4. 

The information about its industrial structure is given in 
the Appendix Table. 


IV s SCOPK 


For the purpose of this study, va propose to select the 
Metal Engineering group of industries in Kanpur city. This 
group consists of the following two-digit industries t 

34 ; Basic metals 

35 s Metal prodiicts 

36 ; Machinery 

37 s Electrical machinery 

38 s Transport equipments . 


These groups of industries together contribute about 21 per 
cent of the total manufacturing employment in ICanpur city. 
The other important industries in Kanpur are Textiles and 
Food and Beverages with 28 per cent and 12 per cent of 
employment respectively. In either of them the technological 
linkages between the formal and the informal sectors are 
not likely to be strong. Further, Textiles are highly domi- 
nated by formal sector units; about 90 per cent of its emplo 
yment in Kanpur city is in the large scale units . Pood and 
Beverages on the other hand, are to be found mainly in the 
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inforraal sector ^ nearly 70 per cent of employment in this 

industry in the city is to be found in the informal sector 

units. In the Metal Engineering group of industries there 

is a fair distribution of total employment between the 

formal and informal sector units 5 of the total employment 

of aromd 31,600 workers in this group 55 per cent is to be 

found in over 4,000 informal sector units 5 and, 45 per cent 

in about 250 formal sector units . It is also one of those 

industry groups in which one expects to find strong and 

wide-spread technological linkages between the large and 

small units. It is on these bases. that our choice has gone ^ 

in favour of the Metal Engineering group of industries. 

V; METHODO LOGY ' h 

- . . 

' 

The informal sector is identified, for the purposes of the 
present study, to consist of all units operated on a house- 1 

hold basis and all such non-household units which employ ' 

less than 10 workers. 

¥e intend to undertake this study on the basis of a primary 

survey both in the formal and informal sectors. A primary 

survey is essential due to the virtual non-existence of 

information useful for the purpose of our study, propose 

to select about 400 units in the informal sector from each 

of which information on various aspects of their functioning 

with particular focus on the use of technology transferred 

from any formal sector unit and constraints, if ary, on this 

process, will be collected personally with the help of a 

structured questionnaire. So far as the formal sector units " 

are^ concerned we propose to survey all of them (about 250) iJ 

on the limited question of transfer of technology alone. 


A sub-sample of about 25 such formal sector units which are 
found to have effected transfer of technology to the informal 
sector units will be studies in depth. 
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